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FINANCIAL HIGHLIGHTS 


1975 1974 
INCOME 


Total revenues $ 96,013,993 $102,134,318 
Earnings before extraordinary items 1,388,484 2,373,686 
Extraordinary income (Net) 75,960 578,000 
Total earnings and extraordinary items 1,464,444 2,951 ,686 


PER COMMON SHARE 
Earnings before extraordinary items 


Total earnings and extraordinary items 


Dividends paid on common shares 


FINANCIAL 

Working capital 15,848,946 16,217,186 
Total assets 71,864,730 72,604,897 
Long-term debt 20,154,597 22,441 303 
Shareholders’ equity 25,010,489 24,047,419 
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Fiscal year 1975 has been a year of mixed blessings 
for the Warnock Hersey organization. The Plate 
Fabrication and Central Bridge divisions of our Steel 
Fabrication Group, our largest sector of activity, and 
our Western Ski operations in British Columbia and 
Alberta enjoyed record sales and earnings levels. The 
increase in profits realized by these two groups were 
however more than offset by a substantial reduction 
in earnings of our Furniture Group and of the steel 
processing operation of our Steel Fabricating Group, 
as a result of adverse economic conditions and prob- 
lems of a temporary nature related to the relocation 
of certain operations to new plants. The above com- 
bined operations accounted, in 1975, for 63.2% of the 
consolidated revenues and generated after tax earn- 
ings well in excess of the total consolidated earnings 
for the year. This group of operations represents as 
such the basic core of our organization for which the 
long term outlook is favourable. 


All of our remaining operations have been affected to 
a varying degree, particularly in the first half of 1975, 
by the economic recession in the United States and 
in Canada, and by the considerable increase in 
labour and other costs of operation. 


These adverse developments in 1975, combined with 
the continuing losses in the plastic signs division and 
the desire to concentrate on the larger and more 
profitable operations, forced consolidation and re- 
trenchment from certain operations. During 1975, the 
company has disposed of its ‘‘Trans-Ad’’ transit 
advertising operation and negotiations are currently 
underway for the disposal of the plastic signs 


operation and the non-Canadian content of the Metal 
Powders Group. To that effect, a provision of 
$2,300,000, net of income tax reduction, has been 
made in the accounts for the estimated loss on the 
disposal of these latter operations. 


All of the above activities resulted in a year where 
total consolidated revenues decreased slightly from 
$102,134,318 in 1974 to $96,013,993 in 1975. After 
tax earnings amounted to $1,464,444 or 71 cents per 
share compared with $2,951,686 or $1.50 per share 
in 1974. The 1975 results include $76,000 or 4 cents 
per share of extraordinary earnings, compared with 
$573,000 or 31 cents per share of extraordinary 
earnings included in the 1974 results. 


The last quarter of 1975 brought about the best 
earnings performance since the first quarter of 1974 
but a substantial decrease in incoming orders, more 
particularly in the fields of activity related to capital 
spending was also noted. The order backlog in most 
of our operations still stands at relatively high levels 
but forecasting for the coming year is nevertheless a 
difficult exercise, with the fundamental problem being 
related to the impact and degree of success of the 
Government of Canada Anti-Inflation program. The 
complexity of the regulations and the lack of well 
defined rulings in many areas of application has 
created a temporary climate of uncertainty both in the 
industrial and consumer sectors but it is nevertheless 
Our opinion that this program, with the cooperation of 
all concerned, will have a beneficial impact on the 
Canadian economy. Our position toward this program 
is therefore to cooperate to the fullest extent with the 
government in order to make it a success. 


Despite many adverse economic factors in 1975 and 
the setting up of a substantial reserve for the esti- 
mated loss on disposal of certain lines of business, it 
is encouraging to note that the company was able to 
maintain its working capital position at approximately 
the same level as that of 1974 and to improve its 
overall financial position. We are therefore in a much 
better position to face the challenge of tomorrow. 


Your Company has submitted a brief to the Royal 
Commission on Corporate Concentration and copies 
are available upon written request to the Secretary of 
the Company. 


It is a sad duty to record the death on July 31, 1975, 
of Mr. Robert R. McLernon who had been a director 
of the Company, its associates and predecessors for 
many years. We all remember the exceptional contri- 
butions which Mr. McLernon made to the Company. 


It is again a pleasure to extend our appreciation to 
all of our loyal employees and officers for their 
dedication, resourcefulness and tremendous effort 
during an unprecedented complex economic period. 


ON BEHALF OF THE BOARD 


faa Wap 


pee 


P.N. Thomson, Chairman and President 


March 26, 1976 Montreal 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


EARNINGS AND FINANCIAL REVIEW 


1975 
EARNINGS 
Gross revenues . . $ 96,013,993 
Operating and administrative expenses 87,099,755 
Depreciation and amortization 2,725,623 
Interest expenses 3,001,087 
Minority interests 47,003 
Income taxes . ms Mek. Arby: 1,752,041 
Earnings (loss) before extraordinary items 1,388,484 
Extraordinary items — net ; 75,960 
Total earnings (loss) and extraordinary items .$ 1,464,444 
EARNINGS (LOSS) PER COMMON SHARE 
Earnings (loss) before extraordinary items $0.67 
Total earnings (loss) and extraordinary items 0.71 
FINANCIAL — at year end 
Working capital . 15,848,946 
Net fixed assets . 27,683,310 
Total assets 71,864,730 
Long-term debt . 20,154,597 
Shareholders’ equity 25,010,489 
Number of common shares outstanding . 1,886,135 


*Interest expense on long-term debt only. 


ADDITIONAL INFORMATION 


1974 1973 1972 IRSYYAL 
$102,134,318 $ 77,584,319 $ 58,548,037 $ 50,749,215 
91,273,762 67,158,099 53,093,259 48,550,084 
2,618,241 elt 1,098 1,572,904 1,322,760 
3,318,510 2 liObee 0 1,421,221 1,335,591 
52,637 35,638 54,458 37,990 
2,497,482 2,690,810 1,301,378 29270 
2,373,686 3,340,764 1,104,817 (790,005) 
578,000 1,045,930 132,266 235,814 
$ 2,951,686 $ 4,386,694 1,237,083 (554,191) 
$1.19 $1.70 $0.51 $(0.52) 
1.50 2.26 0.58 (0.39) 
16,217,186 17,020,778 11,989,677 11,839,650 
RRC OTR) 23,825,791 20,491,956 14,706,552 
72,604,897 67,771,048 52,070,432 39,200,178 
22,441,303 22,869,823 15,935,518 10,629,010 
24,047,419 22,104,648 17,864,828 17,381,963 
1,886,135 1,885,885 1,835,885 1,835,885 


The composition of the Company has undergone a sub- 
stantial change during the period shown above. 


In 1968, investments in securities equalled 28.5% of total 
consolidated assets, whereas in 1975 they represent only 
4.6% of assets. 


Since 1968, the Company has withdrawn from a number 
of operations which were unprofitable; these include the 
aircraft, aerospace and stevedoring activities. The latter 
was accomplished in 1971 with the sale of the assets of 


the Eastern Canada: Stevedoring Division which had, from 
1968 to 1971 inclusive, accounted for 35% of consolidated 
revenues. 


The first venture into the furniture industry was made in 
1968 with the acquisition of Henderson Furniture Limited 
and Princeville Furniture Limited. A number of other 
companies have been added in 1972 and 1973 so that the 
Furniture Group now accounts for 26.6% (1974— 24.5%) 
of total corporate assets and 25.2% (1974 — 23.9%) of 
consolidated gross revenues. 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


1970 1969 1968 


% 68,417,231 $ 83,217,415 $ 64,992,754 
67370739 79,304,819 61,027,262 
1,922 758 2,328,646 1,447,641 


2,264,146 1,142,894* WGeneos 
(108,344) 190,950 (108,615) 
333,515 673,972 1,331,128 

(3,965,583) (423,866) 513,216 


(3,083,968) 3,315,597 3,859,528 
$ (7,049,551) $ 2,891,731 $ 4,372,744 


8,363,731 14,523,805 13,546,297 
16,936,352 23,570,932 22,024,590 
52,800,893 65,635,673 69,431,726 
10,792,708 14,084,677 16,438,124 
17,936,154 2M Teo 22,122,994 

1,835,885 elie 1,762,143 


The Steel Fabrication Group only came into 
existence in 1972 with the acquisition of the 
Toronto Iron Works, Limited. This group now 
accounts for 30.4% (1974 — 27.7%) of total 
corporate assets and 38.0% (1974— 36.1%) 
of consolidated gross revenues. 


During 1975, the Company disposed of its 
transit advertising division ‘‘Trans-Ad”’ which 
accounted for 3.3% of the consolidated 
gross revenues in 1974. 


GROSS REVENUES 


(in millions of dollars) 


EARNINGS (LOSSES) BEFORE EXTRAORDINARY ITEMS 


(in millions of dollars) 


yo @©O 


SHAREHOLDERS’ EQUITY 


(in millions of dollars) 
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WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


PRINCIPAL OPERATING COMPANIES 


FURNITURE GROUP 
Radisson Furniture Limited 


Henderson Division 
380 Sir Wilfrid Laurier Blvd. 
St. Lambert, Que. J4R 2L2 
(514) 671-7224 


Princeville Division 
55 des Erables Street 
Princeville, Que. GOP 1E0 
(819) 364-5506 

Radisson Furniture (Quebec) Limited 

Marius Ouellet Division 
Disraéli, Que. GON 1E0 
(418) 449-2530 

Royal Chesterfield Division 
328 Debigarré Street 
Victoriaville, Que. G6P 422 
(819) 752-9724 

Thibault Division 
6 St. Alphonse Street 
Ste. Thérése, Que. J7E 1G3 
(514) 430-2710 


Industries Bourassa (1975) Limitée 
St. Raymond, Que. GOA 4G0 
(418) 337-2233 


STEEL FABRICATING GROUP 
Toronto Iron Works Holdings Limited 
629 Eastern Avenue 
Toronto, Ontario M4M 1E4 
(416) 461-8111 


C. E. Macpherson (1968) Limited 
468 Rideau Street 
Kingston, Ontario K7L 4W2 
(613) 549-2001 


Wimco Steel Sales Co. Limited 
1218 South Service Road 
Oakville, Ontario L6L 5J9 
(416) 827-9855 

Central Bridge Company 
300 West Street 
Trenton, Ontario K8V 5R8 
(613) 392-3567 


RESORTS GROUP 

The Chantecler Hotel Co. (1971) Ltd. 
Ste. Adéle, Que. JOR 1L0 
(514) 229-3555 
Montreal direct: 866-6661 


Villa Chantecler Inc. 
Ste. Adéle, Que. JOR 1L0 
(514) 229-3555 
Montreal direct: 866-6661 


Sunshine Village Division 
P.O. Box 1510 
Banff, Alberta TOL OCO 
(403) 762-3383 


Garibaldi Lifts Limited 
837 West Hastings Street 
Vancouver, B.C. V6C 1B6 
(604) 684-4471 


PROFESSIONAL SERVICES GROUP 


Warnock Hersey Professional Services Ltd. 
128 Elmslie Street 
Ville LaSalle, Que. H8R 1V8 
(514) 366-3100 


The Kleinfeldt Group Division 
P.O. Box 608 
7665 Hurontario Street 
Brampton, Ontario L6V 2L6 
(416) 451-3900 


Bégin, Charland & Valiquette Division 
5075 de Sorel Street 
Montreal, Que. H4P 1G6 
(514) 739-2361 


Cunningham & Rivard Appraisals Division 

1680 Lloyd Avenue 
North Vancouver, B.C. V/P 2N6 
(604) 985-8761 

Contréle Technique Appliqué Ltée 
PON Box2 
Ville LaSalle, Que. H8R 3T7 
(514) 365-3111 


METAL POWDERS GROUP 


International Bronze Powders Limited 
29 East Park 
Valleyfield, Que. J6S 4V9 
(514) 373-0233 


United States Bronze Powders, Inc. 
P.O. Box 31, Route 202 
Flemington, New Jersey 08822 
(201) 782-5454 


Canbro (U.K.) Limited 
Willowside Industrial Estate 
York Way, Royston, Herts, 
England 
SG8 5HJ 
Tel: (0763) 41244 
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FINANCIAL REVIEW BY SEGMENTS 


TOTAL ASSETS GROSS REVENUES OPERATING PROFITS 
(in thousands) (in thousands) (in thousands) 
1975 1974 1973 1975 1974 1973 1975 1974 1973 
SHINEE 
FABRICATION $21,863 $20,134 $17,615 $36,496 $ 36,864 $24,390 $ 3,026 $3475 $ 2,411 
FURNITURE 19,149 17,807 16,594 24,189 24,443 18,145 2,701 3,662 Soils 
RESORTS Td ola Oe 9,272 7,790 6,842 6,442 TREY) 1,344 lesley 
PROFESSIONAL 
SERVICES 5,502 5,605 5,422 10,040 9,376 7,426 345 TS 610 
METAL POWDERS 
(CAN.) 3,472 3,514 3,419 4,116 S123 3,997 135 545 448 
OPERATING GIS Meo cy emoe oes 82,631 82,648 60,400 $7,102. 0 Ohi $27,839 
DISCONTINUED 
OPERATIONS() 7,110 11,040 9,787 13,009 Hho 0}o Ae Io ro y-4} 
NON-RECURRING 
INCOME — — — 48 54 71 
CORPORATE & 
INVESTMENTS 3,637 4,288 5,662 326 340 590 


$71,865 $72,605 $67,771 $96,014 $102,134 $77,584 


(1) Discontinued Operations include operations currently in the process of being disposed of. 


RECONCILIATION OF OPERATING PROFITS TO EARNINGS 


1975 1974 1973 
(in thousands) 

Qocraliiament een es meer Cihic isc te toh S50 jee 3). 6 7,782 $ 9,777 §$ 7,889 
HAIVG SUELO COMIC Oman edCy: IMCIUCOC ea chins Slo iuse eae. 4. Ke of 276 340 386 
8,058 10,117 8,225 

Boss eat AUONsOmCOOGWiIIiiet st. x fe 4) ¢. cx Re et. seh ieee abe scisiy gy ct 265 270 170 
Netjosses (prot) on Giscontinusd operations... . . « » . « &» Me aduay 627 576 (615) 
COLOG aI  ACiMTStciOl mm whites cas «al ay 4. eon . 963 1,046 946 
Investments — other net expenses (profits)... 2. «© 6 . 6 ew we ee — — (529) 
IIeTOSueXDONSOS. 11.9 (seen Se G Ee Mee et ke a pba 3,001 3,319 2,188 
IGOIRGLtONE SUT tae eee ti. Ry) en Cs See cds NN eee aN EN 1,752 2,497 2,691 
Decrease (increase) in equity of associated companies . . . . . . we es 15 (18) (3) 
Ghar Ea Sth) eam, oS Se oN ERY Eg ce a i eer ee 47 53 36 


Eamince Deine Extraorcinary iteMiSk Ss Gat. + <eeg > wee oo sae. +s ae $21,886 5 2,974 $ 3,341 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


OPERATIONS REVIEW 


OS Se 


OPERATING REVENUES BY INDUSTRY GROUP 


(in millions of dollars) 


STEEL FABRICATION 


FURNITURE 


RESORTS 


PROFESSIONAL SERVICES 


METAL POWDERS 


DISPLAY COMMUNICATIONS 


1975 
1974 
1973 


30 35 


OPERATING PROFITS BY INDUSTRY GROUP 


(in thousands of dollars) 
STEEL FABRICATION 


FURNITURE : . 
RESORTS 
PROFESSIONAL 


SERVICES 


METAL POWDERS 


DISPLAY ; 1975 
COMMUNICATIONS 1974 
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—500 0 500 1,000 1,500 2,000 2,500 3,000 3,500 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


OPERATIONS COMMENTARY 


STEEL FABRICATING GROUP 


As mentioned in our 1974 annual report, the Plate 
Fabrication and Central Bridge divisions, on account of 
their then record level of order backlog, posted once 
again in 1975 record sales and earnings levels. The in- 
crease in sales and earnings of these divisions, as well as 
those of its C.E. Macpherson division, were however more 
than offset by the considerable decrease in both sales 
and earnings of its Wimco Steel processing division. 


The Wimco Steel processing operation was adversely 
affected during the first half of 1975 by problems related 
to the move of its operations to a new plant in Oakville 
and by the very slow market conditions in the sheet steel 
part of the Steel Industry. 


Order backlog for 1976 in both Plate Fabrication and 
Central Bridge divisions is now equivalent to approx- 
imately nine to twelve months production. The improve- 
ment anticipated in the steel market for the latter part of 
1976 leads us to believe that the coming year will be a 
good one for this group but that it will nevertheless not 
bring about the record sales and earnings levels achieved 
in the last two years. 


FURNITURE GROUP 


Sales and earnings of this group in 1975 were adversely 
affected by the considerable decrease in consumer 
spending in the first half of 1975 and by operating 
problems related to the transfer of the Marius Ouellet 
operation to a new plant. As anticipated, a substantial 
increase in consumer spending in the second half of 
1975 resulted in an increase of sales level but it was not 
sufficient to offset the loss of both sales and earnings 
which had taken place in the first half of the year. The 
sawmill operation, ‘Industries Bourassa (1973) Limitée”’, 
continued to be affected by the reduction in demand and 
prices of hardwood lumber. 


There was some indication since the beginning of 1976 of 
a decrease in consumer spending on account of the 
anti-inflation restrictions on wage increases and tighter 
monetary policy which may have an adverse impact on 
this group’s operations. However the very favourable 
reaction of the market to the new product lines introduced 
at furniture shows in the beginning of 1976 should enable 
this group to increase its share of the market and 
compensate for any potential decrease in sales. 


OPERATING ASSETS BY INDUSTRY GROUP 


(in millions of dollars) 
STEEL FABRICATION 


FURNITURE 


RESORTS 


PROFESSIONAL SERVICES 


METAL POWDERS 


DISPLAY COMMUNICATIONS 
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OPERATIONS COMMENTARY (cont’d) 


10 


RESORTS GROUP 


The Garibaldi and Sunshine Village ski operations in 
Western Canada benefitted once again from exceptionally 
good weather and snow conditions for the most part of 
the 1975 ski season and from an unusually early start of 
the 1976 ski season. These factors contributed to the 
record revenue and earnings set by this group in the past 
year. The reputation of these ski centers is ever increas- 
ing to the point where they are now acknowledged to be 
among the best in North America. 


Results of Le Chantecler Resort Hotel operation in 
Ste-Adéle, Quebec, were disappointing as a result of a 
major increase in cost of operation particularly in wages 
following a substantial increase in the minimum wage 
rates in Quebec. This operation furthermore carried out in 
1975 a substantial program of renovation and improve- 
ment of its facilities aimed at providing its clients with a 
better quality of services. 


METAL POWDERS GROUP 


Negotiations are currently under way for the sale of the 
U.S. and U.K. subsidiaries of this group. These compa- 
nies, and more particularly the U.S. subsidiary, account 
for the major portion of this group’s operations. The 
Canadian subsidiary has a dominant market position and, 
unlike the above, will be retained. 


In the event that the negotiations are not successfully 
concluded, it is our intention to continue a program 
begun in 1975 of putting greater emphasis on export 
markets by each of the companies. This program has 
shown some encouraging results, particularly in early 
1976. 


PROFESSIONAL SERVICES GROUP 


Although the revenue of this group in 1975 was the 
largest ever in its history, the gross profit margins de- 
creased on account of the faster rate of increase in 
salary and wages as a_result of inflationary pressure. 
Start-up costs related to the opening of new offices and 
the development of new services also contributed to a 
great extent to the substantial reduction of earnings 
compared to 1974. 


Emphasis was placed in 1975 on the development of new 
markets in the field of appraisal services in order to 
capitalize on the fact that this group is now the largest 
in this field of activity in Canada. A coal testing laboratory 
was opened in Calgary in the second quarter of 1975 and 
strong emphasis has also been placed on the continued 
development of its fire rating services. It is anticipated 
that these services will contribute to the long-term growth 
of this operation. 


DISPLAY COMMUNICATION GROUP 


As noted elsewhere in this report, the transit advertising 
division of this group was sold during 1975 and the 
remaining operation, namely the plastic signs division, is 
in the process of disposal. 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS, 
WARNOCK HERSEY INTERNATIONAL LIMITED 


We have examined the consolidated balance sheet of 
Warnock Hersey International Limited and _ subsidiary 
companies as at December 31, 1975 and the consolidated 
statements of earnings, retained earnings and changes in 
financial position for the year then ended. Our examination 
of the financial statements of Warnock Hersey International 
Limited and those subsidiaries of which we are the audi- 
tors included a general review of the accounting proce- 
dures and such tests of accounting records and other 
supporting evidence as we considered necessary in the 
circumstances. For other companies which have been 
consolidated, we have relied on the reports of the auditors 
who have examined their financial statements. 


In Our opinion, these consolidated financial statements 
present fairly the financial position of the companies as 
at December 31, 1975 and the results of their operations 
and the changes in their financial position for the year 
then ended, in accordance with generally accepted ac- 
counting principles applied on a basis consistent with 
that of the preceding year. 


Campbell, Sharp, Nash & Field 
Chartered Accountants 


Montreal, February 17, 1976 


INCOME 

Gross revenue from operations . 
Income from investments . 
Non-recurring income . 


EXPENSES 

Operating and administrative 

Depreciation and amortization . 

Amortization of intangibles 

Interest on long-term debt 

Other interest 

Income taxes . che es cca chit tay ney See ee ee a eR 
Equity in loss (net income) of associated company (Note 1) 
Minority interest . 


EARNINGS BEFORE EXTRAORDINARY ITEMS . 


EXTRAORDINARY ITEMS 
Reduction in income taxes through utilization of loss-carry-forward (Note 8) . 


Estimated loss, net of gain on disposal of operations, 
net of income tax reduction of $725,000, (Note 10) . 


TOTAL EARNINGS AND EXTRAORDINARY ITEMS . 


EARNINGS PER COMMON SHARE 
Before extraordinary items 
After extraordinary items . 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1975 


RETAINED EARNINGS, January 1 . 
Earnings for the year . 


Gain on preferred shares purchased for cancellation 
Dividends paid — preferred shares 


— common shares 


Income tax paid on 1971 designated undistributed income of a subsidiary 
RETAINED EARNINGS, December 31 


1975 


$ 95,639,876 
326,053 
48,064 
96,013,993 


87,084,695 
2,460,238 
265,385 
2,481,630 
519,457 
1,752,041 
15,060 
47,003 
94,625,509 


1,388,484 


1,440,000 
(1,364,040) 


$ 1,464,444 


$0.67 
$0.71 


1975 
$ 10,177,757 
1,464,444 
2,790 
(129,401) 
(368,513) 


$ 11,147,077 


1974 


$101,675,343 
404,881 
54,094 
102,134,318 


91,292,242 
2,347,971 
270,270 
2,700,287 
618,223 
2,497,482 
(18,480) 
52,637 
99,760,632 


2,373,686 


578,000 


$ 2,951,686 


$1.19 
$1.50 


1974 
$ 7,716,986 
2,951,686 
158,204 
(129,607) 
(366,947) 
(152,565) 
$ 10,177,757 


WORKING CAPITAL INCREASED BY 
Earnings before extraordinary items 


Items not requiring an outlay of funds 
Depreciation and amortization 


Amortization of intangibles 

Deferred income taxes . “dame Cheer 

Equity in loss (net income) of associated company 
Minority interest in earnings . 

Gain on disposal of fixed assets . 

Gain on disposal of investments in subsidiary companies . 
Other 


Working capital increased by operations, exclusive of extraordinary items . 


Extraordinary Items 
Reduction in income taxes through utilization of loss-carry-forward 


Estimated net reduction in working capital resulting 
from proposed disposal of operations . 


Proceeds on issue of long-term debt 

Proceeds on disposal of fixed assets . 

Reduction in notes and mortgages receivable . 
Payments received under executive stock purchase plan 
Net proceeds on sale of operations . 

Proceeds on issue of common shares . 


WORKING CAPITAL DECREASED BY 
Reduction in long-term debt 

Purchase of fixed assets . 

Payment of dividends . rehash 
Purchase of preferred shares for cancellation . 
Advances under executive stock purchase plan 


Reduction in minority interest by redemption of shares of a subsidiary . 


Investment in subsidiary company . 
Payment of special taxes . 


DECREASE IN WORKING CAPITAL . 
WORKING CAPITAL, January 1 


WORKING CAPITAL, December 31 


$ 1,388,484 


2,460,238 
265,385 
(300,914) 
15,060 
47,003 
(571,439) 


3,303,817 


1,440,000 


(1,539,805) 


3,204,012 
2,754,159 
1,868,825 
120,235 
311,773 
1,010,960 


9,269,964 


5,040,865 
3,621,157 
497,914 
3,460 
401,527 
73,281 


9,638,204 


368,240 


16,217,186 


$15,848,946 


$ 2,373,686 


2,347,971 
270,270 
617,226 
(18,480) 
52,637 
(800,383) 
(91,914) 
(5,675) 


4,745,338 


578,000 


5,323,338 
8,197,211 
2,261,346 
240,337 
50,400 
484,355 
2,000 


16,558,987 


8,253,986 
8,403,019 
496,554 
361,796 
184,389 
10,270 
152,565 


17,862,579 


1,303,592 


17,520,778 


$16,217,186 


ASSETS 


CURRENT 
CashsanG Ge POsit (eCelOlS see naan meen ee lakh Vth Ugh et Oe a $ 1,150,387 
Marketable securities, at cost which approximates market (Note 2) ee 3,324,341 


1975 


Accounts: and notesarecewable - <a ae Pan bean eke ee ee 22,671,675 
Inventories, valued at the lower of cost and net realizable value (Note 1) . . . . . 12,618,357 
Prepaldvexpenses androthercurremt ASSCtSi) nme mar ramen cnn nner cnn 881,029 


40,645,789 


INVESTMENTS 

Mortgages, notes and grant receivable, net of current portion. . . . Ro et 110,686 
Advances in respect of executive stock purchase plans net of current portion (Note 3) 582,329 
Investment in associated company, at equity value (Note 1) . . ......~.~. 211,843 


904,858 


FIXED 
Eeiiatel, eWiilke laters late exe Wiilolantelan, ees IN@We 1) . 6 2 » 2 n 6 5 5 6 5 oe 52,865,016 
Less Accumulated Tae DreClaliOMmm oc wees ue cg es ee 25,181,706 


27,683,310 


INTANGIBLE 
Excess of cost of subsidiaries over the values assigned to the net assets (Note 1) . . 3,289,582 
ete ero tam ulehetellanoidbasiiKelas 5 os « o oc 6 “G@ 5 4 o m0 0G uo S 4 5 eo 658,809 


2,630,773 


$ 71,864,730 


ON BEHALF OF THE BOARD 
P. N. Thomson, Director 


R. A. Irwin, Director 


1974 


$ 2,894,680 


3,105,198 
19,823,188 
13,536,669 

743,633 


40,103,368 


230,921 
492,575 
226,903 


950,399 


50,675,953 
23,018,174 


2¢,O5%,779 


4,473,357 
580,006 


3,893,351 


$ 72,604,897 


LIABILITIES 


CURRENT 

Bank indebtedness, secured (Note 4) . : 
Accounts payable and accrued liabilities (Note 10) . 
Dividends payable . 


Income and other taxes payable 


Long-term debt due within one year (Note 4) 


LONG-TERM DEBT, less amounts due within one year (secured) (Note 4) . 


DEFERRED INCOME TAXES 
MINORITY INTEREST 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 5) 


Preferred shares of $25 par value, issuable in series 
Authorized 265,985 shares 
Issued 86,130 shares (1974 — 86,380 shares) 

$1.50 series ‘‘A’’ cumulative redeemable at $26.25 


Common shares of no par value 
Authorized 3,000,000 shares 
Issued 1,886,135 shares . 


RETAINED EARNINGS 


1975 


$ 6,994,825 
14,053,941 
32,299 
479,528 
3,236,250 


24,796,843 


20,154,597 


1,415,129 


487,672 


2,153,250 


11,710,162 


13,863,412 


11,147,077 


25,010,489 


$ 71,864,730 


1974 


$ 4,442,694 
13,279,686 
32,393 
3,118,093 
3,013,316 
23,886,182 


22,441,303 
1,716,043 
513,950 


2,159,500 


11,710,162 
13,869,662 
10,177,757 
24,047,419 
$ 72,604,897 


WARNOCK HERSEY INTERNATIONAL LIMITED 


and subsidiary companies 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1975 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


A) Basis of consolidation: 

The consolidated financial statements include the accounts of the Company 
and all of its subsidiaries. 

The excess of the cost of acquiring a new business over the underlying 
book value of net assets acquired is allocated first to such of the acquired 
assets as may be undervalued in the accounts of the new business. Any 
excess is carried in the consolidated balance sheet as an intangible asset 
and amortized over a reasonable period of time. During 1975, a gain of 
$382,001 realized on the disposal of certain assets of a manufacturing 
subsidiary in the plastic signs business on hand at date of acquisition was 
applied as a reduction of the amount previously recorded for this subsi- 
diary. The balance of excess purchase price related to this subsidiary 
of $615,195 was written off as part of the loss on disposal of that division. 
Of the residual amount of $3,289,582, accumulated to date as an intangible 
asset, $2,341,163 is with respect to manufacturing subsidiaries and 
$948,419 with respect to service subsidiaries. These amounts are being 
amortized over 20 and 10 years respectively. 

Investment in associated company is carried on the equity method and 
consists of a 50% interest in Atomized Metal Powders, Inc. 


B) Inventories: 

Stock and work in progress, including construction contracts in progress, 
have been consistently valued at the beginning and end of the period at 
the lower of cost and estimated net realizable value. Cost in the case of 
products manufactured consists of direct material and labour costs together 
with the relevant factory overheads. The ‘completed contract’’ method of 
accounting is followed for construction contracts in progress and 
accordingly, profits on contracts are only taken when the final stage of 
completion has been reached, any losses on contracts are provided for as 
soon as such become apparent. 


C) Fixed Assets: 
The major categories of fixed assets are as follows: 


1975 1974 
Accumulated Net Book Net Book 
Cost Depreciation Value Value 
HEVTTOR: 1 te Lee in” Wie cle meen Olan ayresle gs =a $ 5,108,674 $ 4,671,278 
Buildings 16,349,745 5,801,926 10,547,819 10,672,872 
Machinery and 
equipment . 28,346,531 17,767,053 10,579,478 10,790,197 


Others cow, ode cae 3,060,066 1,612,727 1,447,339 1,523,432 
$52,865,016 $25,181,706 $27,683,310 $27,657,779 


Leasehold improvements are amortized over the terms of the related leases. 
Depreciation of buildings is provided at rates varying from 2%2% to 10% 
and depreciation for machinery, equipment and other assets is provided at 
rates varying from 5% to 30%. 


2. MARKETABLE SECURITIES December 31, 1975 


Cost Market 
Power Corporation of 1975 1974 1975 1974 
Canada, Limited 
375,000 — 5% 
preferred shares . $2,965,600 $2,965,600 $2,960,000 $3,000,000 
24,000 — common 
SHaKeS ae ala 192,000 — 195,000 — 
Miscellaneous 166,741 139,598 147,000 80,000 


$3,324,341 $3,105,198 $3,302,000 $3,080,000 


3. ADVANCES IN RESPECT OF EXECUTIVE STOCK PURCHASE PLANS 


The Company has, at various times, advanced funds to a trustee for the 
purchase of common shares of the Company to be made available to 
senior executives and key employees by way of options or right to purchase 
at the prices paid by the trustee for the shares so purchased. 
The outstanding balance is represented by: 
a) The cost of 11,000 shares out of an original 100,000 shares 

acquired by the trustee in 1971 at a cost of $400,000. These 

options must be exercised in whole or in part up to June 30, 


NOT Ginmeet ieee cite ee Gallen en hep haa arrives Aaa ee ee eer oe UOC) 
Amounts due under terms of a deferred payment plan for 
options exercised which allows for five equal instalments 34,240 


b) The cost of 8,000 shares — out of an original 15,000 shares 

— exercisable at $9.10 per share as to 2,000 shares in each 

of the years commencing May 1, 1974, 1975, 1976 and 1977 

with all rights to exercise expiring on April 30,1978 . . . 72,838 
c) The cost of 94,530 shares (including 16,500 shares transferred 

from prior executive stock option plans originally granted to 

former employees) for the establishment of an executive 

stock purchase plan dated as of September 26, 1975 for the 

benefit of three Officers, one of whom is also a Director of 


the Company TRA a(n se TA A NTL Soha ie oo LE Mare SER 560,464 
Under terms of payment of purchase price, five equal annual 
instalments are specified 
$711,542 
Less; Amounts due within one year included in current assets 129,213 
$582,329 


4. LONG TERM DEBT AND BANK INDEBTEDNESS 


A) During 1975, the Company used surplus funds to prepay certain 1976 
maturities of long term debt aggregating $1,305,200. Of the residual amount 
of $20,154,597 of long term debt, $7,094,997 is due by the Company and 
$13,059,600 is due by subsidiaries. 

B) Principal repayments by major category of loans are as follows: 


Term Bank Mortgages Other 
Loans Payable Loans Total 


Total debt including 
current portion as at: 


— December 31, 1974 $20,678,365 $ 2,241,677 $ 2,534,577 $25,454,619 


— December 31, 1975 $19,123,336 $ 2,453,034 $ 1,814,477 $23,390,847 
Principal repayment: 


Due in 1976 (Current) $ 2,442,126 $ 76,332 $ 717,792 $ 3,236,250 
INVA ot ae 3,813,919 80,316 636,628 4,530,863 
1VOTSE Serer % 3,160,016 86,402 301,511 3,547,929 
UE al a 2,415,793 73,798 119,990 2,609,581 
AS BONE era: 1,600,500 80,460 38556) 15 719,516 
Beyond 1980 . 5,690,982 2,055,726 aa 7,746,708 


C) Interest rates for the term bank loans generally fluctuate with changes 
in prime rate while rates for other items of indebtedness are usually fixed 
for the term of the debt. The average rate of interest in effect on 
December 31, 1975 was 11%. 


D) Current and term bank loans are secured by various combinations of 
the following (i) General assignments of accounts receivable (ii) Assign- 
ment of inventories and (iii) Assignment of fixed assets of certain subsi- 
diaries by way of floating charge debentures. 


5. CAPITAL STOCK 


During 1975, the Company purchased 250 shares of the $1.50 cumulative 
redeemable preferred series ‘A’ for cancellation, and the authorized 
preferred shares have therefore been reduced accordingly. 


The Company has reserved 8,000 shares of the unissued common stock 
for purposes of stock options granted in 1972 to senior officers (4,000 
shares) and key employees (4,000 shares) exercisable at $8.00 per share 
as to 2,000 shares in each of the years commencing December 1, 1973, 
1974, 1975 and 1976 with all rights to exercise expiring on November 
SORT te 


6. REMUNERATION OF DIRECTORS AND OFFICERS — 1975 1974 


Numberiof DIkeCtorster rs ts un ee eee ee 10 10 
Remuneration as such . Or Ree: $ 41,450 $ 36,150 
NumberoOnicenssssne ee ine Reus ce cre ce eee 10 10 
Remuneration as such . $273,640 $356,100 


Number of Officers who are Directors . Be eek 2 2 


7. CONTINGENT LIABILITIES 


On August 16, 1974, an action was instituted in Superior Court, District of 
Montreal, against the Company and Tek Plastics Limited, a subsidiary, by 
Lockheed Aircraft Corporation, claiming $7,949,150 arising from the can- 
cellation of a supply contract by Tek Plastics Limited. Tek Plastics Limited 
is seeking to recover damages of $2,000,000 from Lockheed in relation to 
the same matter. Both Tek Plastics Limited and the Company are vigorously 
contesting Lockheed Aircraft Corporation’s claim and Tek Plastics Limited 
is actively pursuing its own claim against Lockheed Aircraft Corporation. 
Capital Management Limited, a subsidiary company, and its subsidiary, 
All-Canadian Group Distributors Limited, are defendants in various lawsuits 
arising out of a management agreement. Legal counsel is of the opinion 
that such lawsuits are not well founded. 


Management and legal counsel are of the opinion that adequate provision 
has been made in the accounts of the Company for the foregoing matters. 


8. INCOME TAXES 


Losses accumulated in prior years by the Company and certain subsidiaries 
and amounting to approximately $1,530,000 may, for income tax purposes, 
be applied to future earnings, and expire as to $1,060,000 in 1976, $235,000 
in 1977, $120,000 in 1979 and $115,000 in 1980. 


9. ANTI-INFLATION LEGISLATION 


The Company and its subsidiary companies are subject to legislation 
enacted by the Government of Canada on October 14, 1975, which imposes 
certain restrictions with respect to prices, profit margins, dividends and 
compensation. As a result of the legislation, the Company's dividend rate 
for the year to end October 13, 1976 may not exceed the annualized rate 
existing at October 13, 1975, being $1.50 per class “A’’ preferred share 
and 20¢ per common share. 


10. SUBSEQUENT EVENT 


The Company is in the process of disposing of its plastic signs division and 
the non-Canadian operations of its metal powders division. The estimated 
loss on disposal of these operations is shown as an extraordinary item in 
the consolidated statement of income. Current, fixed and intangible assets 
have been, where applicable, written down to their estimated realizable 
value and provision has been made in the current liabilities for all esti- 
mated expenses related to these disposals. 
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